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THE IMPACT OF NAFTA 
ON AGRICULTURE 
Stacey Rantala 
Introduction 
Agriculture has undoubtedly been a hotly 
contested issue in the NAFTA negotiations. 
Although most of the parties involved in the 
negotiations, including those who are employed 
by the agricultural industry, recognize the gains 
which can be had by adopting the NAFTA, there 
have been many sensitive points to contend 
with on the road to agreement. Of course, there 
will be certain agricultural products which each 
country will find it can no longer produce com-
petitively relative to the other NAFTA members. 
However, a net gain in jobs is projected for the 
United States agricultural sector. This paper 
provides a discussion of the many factors which 
have been considered in the realm of the agri-
cultural portion of the NAFTA. 
Current Agricultural Trade 
Conditions 
The section of the NAFTA which deals with 
agriculture consists of two bilateral agreements: 
an agreement between Canada and Mexico and 
an agreement between Mexico and the United 
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States. Agricultural trade between the United 
States and Canada will continue to be governed 
by the guidelines set forth in Chapter 7 of the 
Canada and U.S. Free Trade Agreement. 
(Canadian Embassy, p. 5) The United States, 
Mexico and Canada will benefit from the NAFTA 
because of the complementarity of the chief 
products which they export and import. For 
example, Canada and the United States have 
found a large market in Mexico for the export 
of grains and livestock products, and Mexico has 
been a large supplier of tropical fruits and veg-
etables to the other two nations. 
The United States and Canada agreed in 
their previous free trade agreement(FTA) that 
all agricultural products will be traded among 
them duty free by January 1, 1998. The U.S. is 
already Canada's largest supplier of agricultur-
al imports, and the U.S. is currently the third 
largest export market for agricultural products 
from Canada. (Goodloe and Simone, p. 2) The 
U.S. chiefly exports fruits, vegetables, and other 
horticultural products to Canada. Horticultural 
products are those which are derived from 
plants whereas agricultural products refer to 
plant products, meat products and other groups. 
Canada chiefly exports high-value animal prod-
ucts to the U.S. such as beef, hogs, and pork. 
Although the agricultural trade between 
Mexico and Canada is very small in compara-
tive volume to Canada's trade with the U.S., it 
has been steadily increasing since 1984. 
(Goodloe and Simone, p. 2) Canada ships 
wheat, oilseeds, and dairy goods to Mexico, and 
Mexico chiefly supplies Canada with cotton, cof-
fee , and vegetables. 
American agricultural trade with Mexico 
is already strong and will undoubtedly benefit 
from the trade agreement. Agriculture 
accounts for nine percent of Mexican GOP and 
employs twenty-five percent of the Mexican 
workforce. The major food crops in Mexico are 
wheat, rice, corn, and beans. The chief cash 
crops are coffee, fruit, tomatoes, and cotton. 
Mexican agricultural exports were 2.4 billion 
dollars in 1989 with the U.S. accounting for 96 
percent of the market. Mexican imports for the 
same period totaled 3.6 billion dollars with the 
U.S. supplying 75 percent of that amount. (Cox, 
p. 5) Currently, the U.S. exports mainly bulk 
commodities to Mexico such as feed grains, 
oilseeds, and livestock. 
The Mexican population is approximately 
ninety-two million and is projected to grow at 
an average annual rate of two percent per year. 
This means the Mexican population will 
approach the 100 million mark by the year 
2000. (APAC, p. 2) The benefits that this pop-
ulation increase yields are twofold. The 
Mexican population is currently enjoying an 
increase in salary levels and a resultant increase 
in purchasing power. (Cox, p. 9) This will 
increase demand for the high-quality agricul-
tural goods which the U.S. can provide, such as 
beef products and poultry. The expanding mid-
dle and upper class consumers in Mexico 
already have a preference for high-quality U.S. 
items. Also, the lucrative Mexican tourist and 
resort market creates a high level of demand for 
U.S. wine and high quality beef. U.S. agricul-
ture can also take advantage of the fact that a 
growing population will create an overall 
increase in food demand of five to six percent 
per year throughout the 1990s. However, due 
to the fact that Mexico has a limited amount of 
arable resources, Mexico will be forced to 
import agricultural products to meet the 
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increased demand for food and to counteract 
inflationary pressures. (Shwedel, p. 14) 
Mexican Agricultural Reform 
Mexico is attempting to reform its agri-
cultural system so that it may increase effi-
ciency and become more competitive in pro-
duction. Reform is being implemented through 
changes in Mexico's Agrarian Law as well as in 
Article 27 of the Mexican Constitution. The 
purpose of the reform is to "give legal assur-
ances for landholdings, capitalizing rural areas, 
and strengthening the ejido (peasant farmers) 
and communal landholding systems." 
(Banamex, p. 10) The general effects of the 
reform are a reactivation of investment in rural 
areas and agricultural products. This helps the 
campesinos (subsistence farmers and landless 
rural workers) because the land on which they 
are dependent for their income becomes more 
attractive and therefore more valuable. (Levy 
and van Wijnbergen, p. 81) This marks a fur-
ther departure from the massive subsidies 
which have kept prices artificially low. 
Previous to the continuing changes in 
agricultural reform, Mexican land was held 
through a land tenure system. This system 
acted to breed inefficiency into the agricultur-
al system. A dual structure for land distribu-
tion existed, the ejido sector and the private sec-
tor. Land held by the ejidatarios could not be 
rented, sold, or mortgaged. The system pre-
vented a concentration of land ownership by the 
peasant masses. It also prevented the ejido sec-
tor from achieving economies of scale in pro-
duction. The constitutional reform stops the 
system of landholding. Instead, stock compa-
nies are being allowed to bring land together so 
that economies of scale in production may be 
achieved. (Levy and van Wijnbergen, p. 12) 
The reform allows campesinos access to 
credit because their land becomes a viable 
source of collateral once private investment is 
allowed. This allows many farmers to remain 
on their own land rather than migrate to the 
urban Mexican cities in search of work. If agri-
cultural liberalization is not supplemented by 
private investment as well as government 
investment in the infrastructure, massive 
migration of rural farmers can be expected to 
the cities as a result of agricultural liberaliza-
tion. (Levy and van Wijnbergen, p. 61) 
Investment in the agricultural infrastructure, 
such as implementing irrigation systems, will 
make the land more productive and will there-
fore stabilize labor demand. 
NAFTA Provisions 
When the NAFTA is finally implemented, 
all non-tariff barriers on agricultural products 
will be eliminated and will be replaced with 
ordinary tariffs or tariff rate quotas. Tariff rate 
quotas(TRQs) are a safeguard measure for the 
producers of import-sensitive products. TRQs 
refer to a system whereby no tariff rate is levied 
against products up to a pre-arranged volume 
of trade, but beyond that level a tariff is levied 
for the products. (Canadian Embassy, p. 5) 
Safeguard Mechanisms 
Two basic types of TRQs will be used to 
protect the sensitive products. Commodities 
currently protected by non-tariff barriers will 
be allowed entrance into NAFTA member coun-
tries duty-free up to certain volume quota lim-
its. Tariffs will apply to goods which have 
exceeded the quota limits, and will be phased 
out over time until the tariffs reach zero at the 
end of a transition period of five, ten, or fifteen 
years. The TRQ implemented will reflect a pref-
erential tariff rate for NAFTA members for com-
modities which already have existing tariffs in 
place. This tariff will either be the tariff at the 
time the NAFTA is signed or a most-favored-
nation (MFN) rate, with the lower tariff rate of 
the two prevailing. This tariff rate will not grad-
ually decrease with time but will be reduced to 
zero at the end of the agreed-upon transition 
period. (APAC, p. 5) Both types ofTRQs will be 
changed yearly because the quota levels apply-
ing to the commodities will increase. 
A safeguard measure has been included in 
the agricultural section of the NAFTA which per-
tains to products which do not have established 
TRQ levels. The safeguard measure stipulates 
that when imports of these products reach pre-
determined maximum levels, the country that 
was importing the product can reinstate either 
the tariff rate in existence at the time of the 
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implementation of the NAFTA or the MFN rate, 
whichever is lower. This tariff rate will then be 
applied for the rest of the calendar year or the 
remainder of the agricultural season, depend-
ing on the product. (Canadian Embassy, p. 6) 
The safeguard measure can only be invoked dur-
ing the first ten years in which the NAFTA is in 
effect. The maximum volumes of the products 
allowed entry before the safeguard measure may 
be used will gradually increase over the dura-
tion of the ten year period. 
The safeguard mechanism discussed above 
has met with much criticism. For example, its 
use is restricted to the area of perishable goods, 
and it can only be invoked once during the ten 
year period. (APAC, p. 7) Also, the safeguard 
mechanism could be abused by a country which 
asserts that it is flooded with imports when it 
in fact is merely trying to use the safeguard as 
a guise to reinstitute a tariff to restrict trade. 
(ATAC, p. 9) 
Export Subsidies 
The NAFTA is being designed in the hope 
of eliminating export subsidies. However, a 
number of provisions are contained in the 
agreement to discourage the use of subsidies by 
the three countries involved in NAFTA as well 
as by those countries that are not. For exam-
ple, if a NAFTA exporter thinks that subsidized 
goods are being received by a NAFTA importer 
from a non-NAFTA member, s/he can ask that 
consultations be pursued to discuss prospective 
measures the importer could take against the 
subsidized products. For instance, the importer 
may decide to invoke measures against the 
exporter of subsidized product by refusing to 
participate in future trade. The NAFTA exporter 
countries are required not to impose subsidies 
of their own on the product which would allow 
them to reap higher profits at the expense of 
the importer nation. If a NAFTA exporter does 
decide to use a subsidy on an agricultural prod-
uct, it must give the other countries three days 
notice. (Canadian Embassy, p. 6) 
Rules of Origin 
Rules of origin have also been instituted 
with regard to agricultural products. The rules 
of origin will ensure that non-NAFTA countries 
don't see Mexico as a transshipment point so 
that they may gain access to the American mar-
ket duty-free. (APAC, p. 6) Agricultural goods 
are subjected to a general de minimis require-
ment (minimal allowable amount). The de 
minimis requirement provides that goods may 
gain access to a NAFTA country with tariff ben-
efits if a minimum of ninety-three percent of 
the ingredients of the goods were obtained from 
the NAFTA nations. There are a number of 
exceptions to the de minimis requirement, 
however, which reflect the sensitive nature of 
the trade of many goods. For example, 100 per-
cent of the content of single-strength fruit 
juices and bulk agricultural commodities must 
originate from NAFTA countries. Textiles are 
required to make use of a "yarn-forward" rule. 
The yarn-forward rule stipulates that textile and 
apparel items must have been produced from 
yarn made in a NAFTA country to receive full 
benefits of the agreement. Manufactured tobac-
co is subject to only a nine percent foreign 
ingredient limit. The origin of sugar and veg-
etable oils is not determined by the location of 
the country in which they were refined. Refined 
vegetable oils are completely exempt from the 
de minimis provision. (APAC, p. 6) 
Sanitary and Phytosanitary 
Requirements 
Sanitary and phytosanitary requirements 
are also included in the NAFTA. Sanitary reg-
ulations serve to protect human and animal life. 
(Forsythe and Lynch, p. 1) Phytosanitary reg-
ulations serve to protect plant life. Collectively 
these regulations are implemented to insure 
the safety of humans, animals, and plant life 
against risks from animal or plant pests and dis-
eases, and food additives or contaminants. 
Members of the NAFTA recognize the right of 
each nation to use sanitary and phytosanitary 
measures to protect the health and safety of its 
citizens when these regulations are in accor-
dance with scientific principles, are used only 
to the extent necessary to ensure adequate 
health protection, and don't seek to restrict 
trade. (APAC, p. 8) At the same time, howev-
er, these regulations often have the inadvertent 
effect of acting as a restriction on trade. 
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(Forsythe and Lynch, p. 1) The sanitary and 
phytosanitary regulations vary greatly between 
nations in terms of product safety certification, 
inspection methods, and production practices. 
Also, the technical nature of the regulations 
makes it difficult to formulate them so as to 
comply to the wishes of all involved countries. 
The difficulty of implementing uniform 
sanitary and phytosanitary standards arises 
from different living standards and dietary stan-
dards of the individual countries. The U.S. lev-
els of allowable pesticides (tolerance levels) are 
governed by the Environmental Protection 
Agency. Mexico's tolerance levels are in accor-
dance with those established by Codex, which 
sets internationally acceptable pesticide levels 
generally used by developing countries. 
Because Codex focuses on international prac-
tices, it has developed a different set of stan-
dards than those used in the U.S. (Forsythe and 
Lynch, p. 4) 
In the interest of establishing uniform 
sanitary and phytosanitary measures, NAFTA 
members are exploring the possibility of using 
disease-free zones. This would make inspection 
of agricultural products easier. A disease-free 
zone would require surveillance in the fields to 
ward off disease, controls to prevent animals 
from moving to infected areas, prohibition of 
vaccination (which makes viral disease hard to 
detect), destruction of infected animals and dis-
infection of materials that were in contact with 
infected animals. (Forsythe and Lynch, p. 8) 
The Mexican region of Sonora, which lies on 
the border between the U.S. and Mexico, may 
become such a zone. 
NAFTA countries are considering alterna-
tives to using the border inspection systems due 
to their costly nature. Instead, point-of-origin 
inspections would prove more cost effective. 
The use of inspection at point-of-origin sites 
would possibly allow failing shipments to be 
reconditioned rather than immediately 
destroyed. (Forsythe and Lynch, p. 10) It would 
also save the expense of reshipment back to the 
country of origin after inspection failure. 
Sanitary and phytosanitary regulations 
have been a sore spot for Mexico and the U.S. 
in the NAFTA discussions. For example, Mexico 
recently announced that after August 15, 1992, 
it would no longer accept shipments of U.S. 
pork, beef, lamb, or poultry unless they came 
from a Mexican-accredited establishment. In 
essence, it was an attempt to restrict the impor-
tation of U.S. meat products. Furthermore, 
problems exist in the form of varying standards 
for livestock and facilities at border inspection 
points between the U.S. and Mexico. A final 
source of aggravation for the U.S. is the fact that 
Mexico only approved five Texas sites for border 
inspection. (ATAC, p. 9) 
Provisions by Commodity 
The agricultural provisions of the NAFTA 
will encompass a wide variety of goods, and so 
transition categories have been devised to 
address the varying levels of protection needed 
for the different goods. The transition cate-
gories for agricultural products determine the 
length of time a tariff will be used to replace a 
non-tariff barrier and/or a Mexican licensing 
agreement. Category A products receive imme-
diate trade liberalization. This category is com-
posed of products which were already duty-free 
or had been subject to small tariffs. Category 
B products will enjoy a five year transition peri-
od, with the tariff rate being lowered in equal 
increments per year. Products in Category C 
are trade-sensitive and protected by a tariff for 
a ten-year transition period. Again, this tariff 
will be reduced in equal increments yearly. 
Finally, Category C+ includes very politically-
sensitive products such as U.S. fruits and veg-
etables. Mexico, on the other hand, placed no 
products in this category. A fifteen-year tran-
sition period is provided for these goods. 
(APAC, p. 4) 
The following products reflect the diver-
sity of the agricultural goods which will be, and 
are, traded, amongst NAFTA countries. The 
goods below are representative of the transition 
categories in degrees of trade sensitivity and 
access to foreign markets. 
Livestock 
Under the terms of the NAFTA, the U.S. 
will be granted immediate free access to the 
Mexican market for livestock products such as 
cattle, beef, hides, and skins. A TRQ will be 
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instituted to replace the Mexican licensing 
agreement on poultry, lard and other animal 
fats, and table and fertilized eggs. Mexico's chief 
export to the U.S. in livestock is feeder cattle, 
which will be granted immediate free access to 
the U.S. market and will be exempted from the 
United States Meat Import Law. (APAC, p. 11) 
Dairy Products 
There are few Mexican dairy exports. 
However, U.S. dairy producers will see an 
expanding market for their goods in Mexico. 
Non-fat dry milk from the U.S. will be regulat-
ed by a TRQ for fifteen years, taking the place 
of a Mexican license. A tariff will replace the 
Mexican license on American cheese and evap-
orated milk. (APAC, p. 12) 
Horticultural Products 
The U.S. will be granted an open market 
on fresh fruits and vegetables, hops and nuts. 
A five year transition period with a tariff will be 
instituted for pears, apricots, plums, cherries, 
peas, and olives. Grapes, onions, peaches, wine 
and mushrooms are given a ten-year adjust-
ment period with a tariff. Potatoes and potato-
products will be given a ten year transition peri-
od with a TRQ. The Mexican license on dry 
edible beans will be replaced by a TRQ. Mexican 
exports of frozen strawberries, limes, oranges, 
and watermelons will be tariff-free in ten years. 
Orange juice, frozen orange juice, and can-
taloupes will be allowed to enter the U.S. tariff-
free in fifteen years. (APAC, p. 16) 
Grains 
The U.S. is a major exporter of grains to 
Mexico with sales of 740 million dollars in 1991. 
Sorghum is the chief export to Mexico and will 
be afforded immediate freedom for a tariff. A ten 
year transition period with a tariff will be insti-
tuted for U.S. wheat exports. The Mexican 
license for malt and barley will be replaced with 
a ten year TRQ. The current Mexican tariffs on 
rice will be phased out over a ten year period. 
The U.S., on the other hand, imports a very lim-
ited amount of grain from Mexico. (APAC, p. 17) 
Oilseed 
The U.S. also exports a large amount of 
oilseed to Mexico with the amount totaling 524 
million dollars in 1991. The chief oilseed 
exports are soybeans, which will be subject to a 
tariff for a ten year transition period. The tar-
iffs currently imposed on soybean oil and meal 
will also be reduced over a ten year time span. 
Again, the U.S. imports few oilseed products 
from Mexico with the exception of sesame 
seeds, which already enjoy tariff-free access to 
the U.S. market. (APAC, p. 18) 
Sugar 
The U.S. exported 114 million dollars in 
sugar products in 1991 to Mexico. The tariffs 
which are imposed on cane and beet sugars will 
be reduced over the course of a seven year peri-
od. The Mexican tariff on fructose sugar will be 
gradually reduced over a ten year time frame. 
The Mexican sugar exports to the U.S. are cur-
rently regulated by a TRQ which will be gradu-
ally increased over a fifteen year span so that 
the amount allowed in the U.S. duty-free will 
increase through time. (APAC, p. 19) 
Tobacco 
The U.S. does not have a large share of the 
Mexican manufactured tobacco market, such as 
cigarettes. This is expected to change when 
strict Mexican licenses on these products are 
removed. These licenses have acted as an 
almost total blockade preventing U.S. tobacco 
products from entering Mexico. Mexico has 
agreed to eliminate the licenses and current tar-
iffs ranging from ten to twenty percent on 
tobacco products. However, Mexico will replace 
these measures with an all-encompassing tar-
iff on tobacco products of fifty percent which 
will be phased out over a fifteen year span of 
time. At the end of the fifteen year time peri-
od, the U.S. will have unimpeded access to the 
tobacco market. Most U.S. tariffs levied against 
Mexican tobacco exports will be eliminated 
immediately. (APAC, p. 20) 
Cotton 
The U.S. and Mexico compete directly in 
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certain segments of the cotton market. The cot-
ton exports of these two countries will be gov-
erned by a general "rule of yarn forward" to 
determine the country of origin. This means 
that cotton must have been grown in a NAFTA 
country to receive tariff benefits. U.S. exports to 
Mexico will be governed by a ten percent tariff 
to be phased out over a ten year period, while 
Mexican exports will be controlled by a ten year 
TRQ. The Mexican demand for U.S. cotton is 
expected to grow in the future due to problems 
of inadequate Mexican production. (APAC, p. 21) 
Ramifications of the NAFTA for 
Member Countries 
All of the NAFTA countries are expected to 
see a noticeable increase in exports in particu-
lar agricultural products. The U.S. is expected 
to increase its exports of grain, livestock, and 
horticultural products such as fresh fruits and 
vegetables. Canada is expected to see increas-
es in its exports of grain, oilseed, and seafood 
products. Subtropical fruits and vegetables as 
well as sugar from Mexico will become more 
valuable commodities as a result of the agree-
ment. On the other hand, certain sectors with-
in each country will find production of their 
agricultural products threatened due to the 
increased competition. For example, U.S. cit-
rus growers are very wary of the NAFTA as are 
Canadian horticultural producers. Prosperous 
Mexican breweries are also expected to have 
trouble competing in a free market. (Frankel, 
p. 30) However, the agreement is expected to 
result in a net increase in overall trade with a 
resultant increase in jobs for all three countries. 
The NAFTA countries will be the recipi-
ents of important benefits. For example, they 
will not be subjected to the same restrictions as 
non-NAFTA exporting countries. Also, NAFTA 
countries can benefit from much lower trans-
portation costs than those that will be imposed 
upon exporters from the European Community 
and elsewhere. Finally, the U.S. has established 
a long tradition of trade with both Canada and 
Mexico. In the long run, the NAFTA will serve 
to build upon the mutually beneficial relation-
ships among the U.S., Mexico and Canada and 
increase the aggregate prosperity of all coun-
tries involved. 
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